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Sntraburtum 


The  law  of  Economic  efficiency  requires 
the  organization  and  development,  under1, 
proper  regulation,  of: 

1.  Trade  Associations. 

2.  Transportation  Associations. 

3.  Banking  Associations. 

4.  Credit  Associations. 

3.  The  issuing  of  Credit  Currency. 


Organized  business  units , simple  and 
multiple,  are  the  means  by  which  mechan- 
ical and  electrical  power  has  been,  is  now, 
and  must  continue  to  be  utilized  for  the 
development  of  production  and  of  trade 
facilities  to  the  greatest  economic 
efficiency. 

Political  opinion  has  made  a funda- 
mental mistake , induced  by  the  error  of 
conceiving  business  methods,  instead  of 
profit-making,  to  be  the  true  objective 
point  of  economic  theory  and  govern- 
mental regulation. 

This  error  has  caused  a disastrous 
attempt  to  compel  the  continued  use  of 
methods  belonging  to  the  age  of  physica 
power,  in  an  age  eager  to  profit  by  th< 
expansion  of  economic  efficiency  induce< 
and  made  possible  by  the  utilization  of 
mechanical  and  electrical  power. 

The  age  of  free  competition  and  unre\ 
strained  trade  passed  with  the  passing  oj 
the  age  of  trade  facilities  limited  to  the  usi 
of  physical  power. 

Competition  that  destroys  ability  to  earn 
profit  is  the  most  powerful  restraint  that  cat 
be  placed  upon  trade.  It  kills  trade. 
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Attempts  to  regulate  business  by  the 
enactment  and  administration  of  uneco- 
nomic statutory  laws  are  the  chief  dis- 
turbers of  American  prosperity.  Such 
laws  render  a stable  condition  of  prosperity 
impossible.  Statutory  laws  should  clearly 
define  and  accurately  apply  correct  moral 
and  economic  principles. 

Any  intelligent  person  should  be  com- 
petent to  know  whether  or  not  a proposed 
action  will  be  in  accordance  with  or  in 
violation  of  such  laws. 

Laws  that  make  it  necessary  for 
business  men,  capable  of  successfully 
developing  and  managing  the  industries, 
transportation  facilities  and  commerce  of 
the  country,  to  obtain  an  opinion  from 
the  chief  of  a governmental  bureau  before 
they  can  be  sure  that  their  management 
of  their  business  is  in  accordance . with  or 
in  violation  of  law,  are  monstrosities. 
Such  laws  should  never  be  found  in  the 
statute  books.  They  are  inevitably  de- 
structive of  prosperity. 

Intelligence  capable  of  efficiently  organ- 
izing and  managing  an  industry  is  capable 
of  understanding  and  will  obey  any  law 
that  clearly  defines  and  accurately  applies 
a correct  moral  or  economic  principle, 
without  the  aid  or  coercion  of  inquisitorial 
governmental  supervision. 

In  union  there  is  strength.  But  the 
strength  of  numbers  will  be  as  destructive 
as  it  may  be  made  beneficial  if  its  action  is 
not  honestly  and  intelligently  directed. 

3 

ft 


*-> 

“3 


Every  organized  unit  of  industry,  from 
smallest  to  greatest,  is  dependent  upon 
intelligent  management  for  its  efficiency. 

Intelligence  may  be  guided  by  a dis- 
honest, as  well  as  an  honest  purpose. 

It  is  the  duty  of  govermnent  to  forbid, 
furnish  protection  against,  and  to  punish, 
dishonest  actions. 

Dishonest  actions  are  destroyers  of 
prosperity. 

It  is  the  duty  of  the  government  to  aid 
the  promotion  of  every  honest  purpose. 

Honest  actions  require  no  restraint. 
They  are  promoters  of  prosperity. 

The  law  should  clearly  define  what  is 
honest  and  what  is  dishonest  in  conformity 
with  a correct  conception  of  the  principles 
of  justice. 

On  account  of  the  fallibility  of  human 
judgment,  especially  when  directly  influ- 
enced by  personal  commercial  considera- 
tions, it  is  necessary  to  establish  courts  of 
justice  to  determine  questions  of  right  or 
wrong  developed  by  business  transactions 
concerning  which  there  is  a difference  of 
opinion  between  the  parties  in  interest. 

Government  a Benefactor  of  the 
People. 

He  who  causes  two  blades  of  grass  to 
grow  where  but  one  grew  before  is  not  a 
benefactor  of  his  race  if  he  keeps  botr 
blades  for  his  personal  benefit.  Recog- 
nizing this  fact,  government  become: 
a benefactor  of  the  people  when  it  aid; 
the  formation  of  industrial  and  commercia 
trade  associations  organized  by  producer 
by  establishing  rules  for  their  self-go\ 
ernment,  and  makes  it  certain  that  a fai 
share  of  the  resulting  economic  profits  c 
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organized  efficiency  shall  be  distributed 
to  each  individual  in  interest  and  a 
minimum  per  cent  utilized  for  the  benefit 
of  all  of  the  people. 

This  can  be  done  by  taking  a minimum 
percent  out  of  a minimum  net  profit  for 
the  support  of  the  government,  and 
providing  for  a reasonable  progressive 
increase  of  this  percent  based  on  a corre- 
sponding increase  in  net  profits. 

Such  a regulation  will  not  weaken  the 
incentive  of  any  person,  partnership  or 
corporation  to  earn  a net  profit.  It  gives 
the  government  a tangible  interest  in 
promoting  every  means  by  which  net 
profit  may  be  honestly  earned,  and  a 
reason  for  investigating  the  affairs  of  any 
person,  partnership  or  corporation  whose 
cost  statement,  made  for  the  purpose  of 
showing  a net  profit,  it  may  have  reason 
to  believe  fraudulent. 

i Such  a system  will  protect  and  supply 
the  revenues  required  by  the  government. 
It  will  create  and  control  the  circulation 
of  sound  money. 

Defining  and  enforcing  the  requirements 
of  justice  is  the  beginning,  and  should  be 
the  end,  of  governmental  regulation  of 
business. 

I nability  to  Earn  a Profit,  the  Most  Powerful 
Restraint  of  Trade. 

An  old  adage  says,  n Competition  is  the 
life  of  trade? 

We  may  formulate  a new  adage  by 
saying.  Dishonest  and  ignorant  competition 
kills  trade. 

An  old  adage  says,  "Monopolies  are 
odious n. 
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We  may  formulate  a new  adage  by  | 
saying,  Honestly  and  intelligently  managed 
Monopolies  are  beneficial . 

We  may  formulate  a still  more  compre- 
hensive adage  by  saying,  The  hope  of 
honestly  earning  an  economic  profit  inspires 
every  effort  to  develop  honest  trade. 

Competition  that  destroys  ability  to 
earn  a profit  is  the  most  powerful  cause  j 
ever  operative  in  restraint  of  trade. 

This  inability  is  more  frequently  caused 
by  the  ignorance  of  the  unsuccessful 
operator  than  by  the  dishonesty  of  others. 

More  failures  result  from  selling  at  less 
than  true  cost,  plus  an  economic  profit,  by 
those  who  do  not  correctly  compute  the 
cost  of  the  commodities  they  produce, 
than  from  all  other  causes  combined. 

Ability  to  compute  cost  correctly  is 
fundamentally  necessary  for  the  successful 
management  of  any  business. 

Voluntary  Trade  Associations. 

The  voluntary  organization,  in  trade  j 
associations,  of  all  operators  engaged  in  , 
identical  or  similar  industries,  for  the  I 
purpose  of  determining  the  cost  of  their; 
products,  and  fixing  a minimum  selling  ; 
price  that  will  yield  a reasonable  profit,  is 
as  necessary  for  the  stability  of  prosperity 
in  commodity  commerce  as  the  voluntary 
organization  of  banks  in  credit  associations  j 
is  for  the  stability  of  commerce  in  credits,  j 
Restraint  upon  the  creation  of  trade  | 
associations  is  a direct  and  powerful 
restraint  of  trade  and  compels  the  creation 
of  abnormally  large  corporations. 

The  most  potent  benefit  derived  from 
trade  associations,  for  the  purpose  of 
determining  costs  and  controlling  selling 
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prices,  will  result  from  corrections  in 
cost  computations,  shown  in  cost  state- 
ments submitted  for  the  purpose  of  estab- 
lishing a selling  price  that  will  yield  a 
minimum  economic  profit. 

Through  membership  in  such  associa- 
tions, each  person,  partnership  and  corpor- 
ation can  secure  the  benefit  of  guidance  by 
the  best  ability  the  industry  can  command. 

Such  associations  are  absolutely  neces- 
sary to  give  stability  to  the  foundations 
of  prosperity. 

They  will  keep  competition  honest. 
They  will  render  monopolies  beneficial. 
They  will  develop  trade  to  the  limit  of 
economic  efficiency  and  profitable 
operation. 

Laws  must  change,  and  business  meth- 
ods must  change,  to  keep  in  true  accord 
with  changes  in  business  facilities. 

To  be  right  and  just,  laws  and  business 
methods  must  be  correctly  aligned  with 
the  requirements  of  moral  and  economic 
laws. 

An  investigation  of  the  moral  and 
economic  soundness  of  business  methods 
should  have  for  its  objective  point  the 
elimination  of  all  causes  of  conflict 
between  business  methods  or  statutory 
laws  and  moral  and  economic  laws,  not 
the  creation  of  criminals  out  of  successful 
business  men . 
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®ratt0portatimi  Aasoriattona 

A 

Prosperity  is  dependent  upon  the  follow- 
ing conditions: 

1.  The  efficiency  of  labor  and  all 
processes  of  production.  To  develop  such 
efficiency,  intelligent  and  honest  direction 
is  indispensable.  Such  direction  is  best 
secured  for  employes  and  investors  through 
the  organization  of  business  corporations. 
Efficiency  of  management  for  persons, 
partnerships  and  corporations  can  only  be 
developed  to  the  highest  attainable  degree 
through  trade  associations  participated 
in  by  all  who  are  engaged  in  an  identical 
or  similar  industry; 

2.  The  ability  of  banks  and  credit  asso- 
ciations to  make  promises  to  pay  immedi- 
ately available  for  the  transfer  of  all  values 
created  and  determined  by  the  buying  and 
selling  of  services  and  commodities; 

3.  The  facilities  commanded  by  pro- 
ducers for  the  safe  and  prompt  transpor- 
tation of  their  commodities,  at  the  lowest 
rates  that  will  yield  a minimum  economic 
profit.  On  account  of  the  infinite  number 
and  variety  of  the  details  involved  in 
transportation  problems,  and  the  local, 
district  and  nation-wide  spheres  of  opera- 
tions, it  is  not  possible  to  develop  transpor- 
tation services  to  their  maximum  efficiency 
without  the  aid  of  voluntary  transpor- 
tation associations,  organized  by  trans- 
portation operators,  to  deal  effectively 
with  each  of  the  many  classes  of  trans- 
portation conditions  and  problems.  Here, 
as  nowhere  else,  efficiency  in  every  detail 
is  essential  for  successful  results. 
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Without  efficient  transportation  serv- 
ices, the  profitable  sale  of  all  commodities 
is  localized  within  exceedingly  narrow 
limits,  the  development  of  nation-wide 
and  of  world-wide  commodity  commerce 
is  impossible. 

Transfers  of  values  and  credits  cannot 
pass  beyond  the  limits  of  efficient  trans- 
portation service. 

The  inspiration  of  production,  the  life 
blood  of  commerce,  the  distribution  of  the 
benefits  of  prosperity,  are  all  equally 
dependent  for  existance  upon  efficient 
transportation  services.  For  these  reasons, 
every  person  who  thrives  by  a profitable 
sale  of  services,  commodities  or  credits,  is 
directly  and  vitally  interested  in  the 
promotion  of  every  proposition  well  de- 
signed to  render  transportation  facilities 
ample  and  the  services  safe  and  prompt 
at  lowest  profitable  rates. 

That  greater  efficiency  can  be  developed 
by  associated  action  than  in  any  other 
way  will  be  affirmed  by  every  intelligent 
laborer,  producer,  and  dealer  in  credits. 

That  every  unnecessary  restraint  upon 
voluntary  associations  of  laborers,  pro- 
ducers and  dealers  in  credits  is  an  uneco- 
nomic restraint  upon  trade  cannot  be 
intelligently  questioned. 

The  fact  that  greater  efficiency  in 
dealing  with  transportation  problems  can 
be  developed  by  associated  action  of 
transportation  operators  than  in  any 
other  way,  is  attested  by  experience  in 
every  other  field  of  activity.  Here,  more 
emphatically  than  anywhere  else,  freedom 
of  action,  unrestrained  by  uneconomic 
laws,  is  essential  to  the  development  of 
greatest  efficiency. 


9 


Ample  facilities  for  and  efficiency  in 
transportation  services  breeds  prosperity 
for  all  the  people.  For  this  reason  all  the 
people  are  directly  interested  in,  and 
should  unite  to  secure,  a revision  of  laws  to 
permit  the  organization  of  transportation 
associations  by  transportation  operators. 

Political  opinion  formulated  into  laws, 
establishing  and  providing  a system  of 
governmental  regulation  designed  to  main- 
tain free  competition  by  prohibiting  all 
restraint  of  trade,  is  based  upon  business 
methods  developed  when  steam  and  elec- 
trical power  had  not  been  utilized  for 
expediting  trade,  when  the  transmission 
of  intelligence  was  limited  to  the  means 
employed  for  exchanging  commodities 
and  when  credits  had  not  become  a com- 
mercial commodity.  In  those  days,  free 
competition  and  unrestrained  trade  were 
necessary  conditions  for  profit-making. 

By  removing  the  limitations  imposed 
by  the  use  of  physical  power  only,  the 
utilization  of  steam  and  electrical  power 
has  caused  an  enormous  expansion  in 
production,  in  the  exchange  of  commod- 
ities, in  the  transmission  of  intelligence, 
and  in  transfers  of  moneys  and  credits. 

The  law  of  economic  efficiency  is  the 
cohesive  force  that  induces,  compels  and 
maintains  co-operation  between  men  by 
combining  them  into  organized  business 
units  capable  of  handling  the  limited 
business  of  communities,  isolated  plants, 
mercantile  and  banking  establishments, 
and  then  forcing  co-operation  between 
such  organizations  in  the  creation  of 
multiple  business  units  capable  of  handling 
the  business  of  states,  of  the  nation  and 
of  the  world. 
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banking  Aflaariatuntfi 

a 

The  first  step  in  developing  the  system 
of  exchanging  values  by  the  use  of  money 
was  taken  when  a commodity  money  was 
devised  in  the  form  of  metallic  coins. 

The  advantage  of  possessing  metallic 
money  with  which  to  make  payment  for 
a service  or  a commodity  purchased  was 
so  great  that  buyers  were  eager  to  borrow 
money  in  this  form.  In  satisfying  this 
demand  those  who  owned  metallic  money 
became  money  merchants,  called  bankers. 

For  the  convenience  of  their  customers, 
money  merchants  received  metallic  money 
on  deposit  and  thus  increased  their  stock 
in  trade.  By  lending  deposited  money, 
as  well  as  the  money  they  owned,  money 
merchants  facilitated  trade  and  increased 
their  own  profits.  By  this  means  they 
made  a commodity  of  the  credit  their 
depositors  extended  to  them,  by  making 
deposits  with  them,  and  entered  upon  the 
development  of  a system  of  commercial 
credit  which  is  now  the  most  powerful 
aid  in  the  development  of  trade  that  has 
ever  been  devised  for  the  service  of 
the  people. 

The  true  banking  function  is  to  make 
the  credits  constantly  being  created  by 
sales  of  services  and  commodities,  on 
account  of  which  promises  to  pay  are 
issued,  immediately  available  for  use  in 
promoting  trade. 

Exchanges  by  barter  are  no  longer 
made. 


All  exchanges  are  now  made  by  the  use 
of  a promise  to  pay,  issued  in  the  form  of 
some  one  of  the  many  devices  used  as 
instruments  of  credit.  The  issue,  exchange 
and  redemption  of  these  instruments  of 
credit  make  trade  possible,  unrestrained 
and  free.  The  volume  of  trade  will  increase 
in  correspondence  with  the  freedom  with 
which  this  credit  money  is  created,  cir- 
culated and  retired.  A restraint  upon 
this  freedom  is  a direct  and  an  effective 
restraint  upon  trade. 

Banks  are  transformers  through  which 
all  instruments  of  credit  must  pass.  By 
the  use  of  the  money  of  accounts,  they 
subdivide  large  credits  for  the  use  of  small 
borrowers,  and  aggregate  small  credits 
for  the  use  of  large  borrowers. 

The  capital  of  a bank,  which  includes 
the  liability  of  its  stockholders  for  its 
debts,  must  be  sufficient  to  enable  it  to 
attract  deposits  from  a large  number 
of  customers. 

A large  number  of  depositors  will 
supply  a bank  with  a large  loanble 
fund. 

Depositors  engaged  in  a large  number 
of  classes  of  business  will  prevent  shortage 
or  congestion  in  the  loanable  funds  of  a 
bank,  because  a demand  for  currency  will 
not  come  from  every  class  of  business  at 
the  same  time,  but  there  will  always  be 
some  class  of  business  needing  currency. 

When  every  class  of  business  can 
promptly  obtain  the  currency  it  may 
need  for  its  unhindered  operation,  there 
is  no  restraint  of  trade;  every  laborer  can 
find  employment;  every  kind  of  occupation 
and  business  is  active,  in  full-blooded, 
vigorous  health. 
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The  ability  of  a bank  properly  to 
perform  its  functions  depends  more  upon 
the  confidence  of  its  customers  in  its 
soundness  than  upon  its  capital.  With 
undoubting  confidence,  its  deposit  account 
will  grow  continually.  Deposits  will  dimin- 
ish in  exact  relation  with  an  impairment 
of  confidence.  When  confidence  is  gone, 
deposits  cease. 

Impairment  of  confidence  is  caused  by 
losses  incurred  through  failure  to  collect 
loans. 

There  will  always  be  a few  among  a 
large  number  of  borrowers  who  cannot 
pay  all  of  their  obligations  on  the  day 
they  are  due.  There  will  be  a smaller 
number  who  cannot  pay  at  all,  thus 
causing  a loss. 

The  effect  of  these  delinquencies  upon 
confidence  in  the  soundness  of  a bank  is 
in  exact  relation  to  the  percentage  of  their 
total  amount  to  the  total  of  the  bank’s 
resources. 

The  ability  of  borrowers  to  pay  their 
obligations  is  dependent  upon  their  ability 
to  collect  the  amounts  due  them.  When 
trade  is  unrestrained  by  reason  of  a 
sufficient  supply  of  currency,  collections 
are  good.  Each  business  man  can  collect 
the  amounts  due  him  and  can  pay  the 
amounts  he  owes.  This  prevents  credits 
and  credit  currency  from  getting  out  of 
balance  with  the  requirements  of  trade. 
Under  these  conditions,  loss  of  confidence 
will  not  occur.  The  condition  of  a bank 
will  be  as  sound  as  the  condition  of  its 
customers,  and  their  condition  will  be  as 
sound  as  that  of  business  generally 
throughout  the  country. 
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One  bank,  however  large,  can  handle 
but  a small  portion  of  the  total  trade  in 
any  business  center.  Isolated  banks  in 
rural  communities  are  frequently  unable 
to  supply  sufficient  currency  promptly 
to  move  all  commodities  offered  for  sale 
by  an  immediate  conversion  of  their  value 
into  current  funds. 

To  prevent  a restraint  of  trade  by  a 
shortage  of  currency  in  one  bank,  which 
shows  there  is  an  over  supply  in  some 
other  bank,  all  banks  in  one  community 
should  be  organized  in  a "Local  Credit 
Association"  which  will  place  all  the 
credit  money  in  that  community  at  the 
command  of  any  one  or  all  banks  in  need 
of  more  currency  than  they  have  on  hand 
on  any  particular  day. 

The  broader  the  base,  the  greater  will 
be  the  stability  of  such  a banking  struc- 
ture. To  reach  the  ideal  condition  of 
absolute  stability,  therefore  of  greatest 
possible  service,  all  "Local  Credit  Associa- 
tions" within  a defined  commercial  district 
should  be  organized  in  a "District  Credit 
Association".  Beyond  this,  to  develop 
the  greatest  possible  power  for  good,  all 
"District  Credit  Associations"  should  be 
organized  in  a "National  Credit  Associa- 
tion". Such  a system  of  organization  will 
render  a shortage  or  a congestion  of  credit 
money  an  impossibility  anywhere  within 
the  United  States.  Such  an  organization 
of  credit  associations  will  possess  as  much 
power  to  develop  efficiency  in  credit  com- 
merce as  organized  industries  possess  in 
the  development  of  commodity  commerce. 


Such  an  organization  of  credit  associa- 
tions will  have  power  to  transfer  and 
distribute  credit  values  throughout  the 
United  States,  with  as  great  dispatch  and 
precision  as  telegraph  and  telephone 
systems  have  to  transmit  intelligence, 
and  railroad  systems  have  to  transport 
commodities. 

The  organization  of  such  a system  of 
credit  associations  is  the  most  important 
thing  that  can  be  done  to  create  a funda- 
mental basis  of  adamantine  stability  for 
the  prosperity  of  all  who  have  services 
or  commodities  to  sell. 

The  harvest  of  a crop  is  not  completed 
until  sold  and  paid  for.  A properly 
organized  system  of  credit  commerce  will 
transfer  the  value  a buyer  pays  for  a 
crop,  wherever  he  may  be,  to  the  seller  of 
the  crop,  wherever  he  may  be,  at  the  least 
possible  expense,  within  the  least  possible 
period  of  time  and  at  the  least  possible 
risk  of  loss. 

The  assistance  that  will  be  given  to  all 
who  sell  services  or  commodities,  and  to 
all  who  sell  and  transport  commodities, 
by  the  organization  of  a system  of  credit 
association  on  the  lines  indicated,  will  be 
far  greater  than  can  be  accomplished  in 
any  other  way  by  those  who  guide  the 
course  of  events  through  formulating  public 
policies  and  enacting  statutory  laws. 

When  a business  method  is  found  to  be 
morally  or  economically  wrong,  that  fact 
and  only  such  a fact,  should  be  made  the 
basis  for  a demand  that  it  shall  be  changed. 
If  the  required  change  is  not  voluntarily 
made  within  a reasonable  time,  then  and 
only  then,  should  a criminal  prosecution 
be  undertaken. 
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a 

Money . 

Any  service  or  commodity  given  or 
received  as  final  payment  for  any  other 
service  or  commodity  is  money. 

The  money  of  accounts  is  an  expressed 
value  stated  in  mathematical  terms. 

The  unit  of  the  money  of  accounts  is 
one  dollar. 

Under  authority  of  the  Federal  Con- 
stitution the  Congress  of  the  United 
States  has  fixed  25.8  grains  of  gold, 
United  States  standard,  as  the  value  of 
one  dollar,  but  it  has  no  power  to  fix  the 
value  of  gold;  therefore.  Congress  cannot 
fix  an  unchangeable  or  stable  value  for 
the  dollar  unit  of  the  money  of  accounts. 

The  value  of  the  dollar  unit,  as  fixed  by 
Congress,  is  determined  by  the  commodity 
value  of  gold. 

Gold  is  a commodity  produced  by 
labor  and  intelligent  management. 

The  value  of  gold  is  determined  by 
supply  and  demand. 

When  exchanged  at  a value  expressed 
by  its  commodity  price,  stated  in  terms 
of  money,  gold  becomes  an  item  in  the 
money  of  accounts  in  identically  the  same 
manner  as  all  services  and  commodities 
become  items  in  the  money  of  accounts 
when  exchanged  at  a value  expressed  by 
their  price,  stated  in  terms  of  money. 

The  true  function  of  money  accounting 
is  to  facilitate  exchanges  of  services  and 
commodities. 
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Dealing  with  services  and  commodities 
on  the  basis  of  their  physical  identity 
limits  their  exchanges  to  a system  of 
barter. 

Dealing  with  services  and  commodities 
on  the  basis  of  their  value  coins  them  into 
the  money  of  commerce  and  develops 
their  exchanges  from  a system  of  barter 
into  a system  of  commerce  based  on  money 
accounting. 

Value. 

There  can  be  no  unchangeable  standard 
for  value. 

Value  is  an  opinion  expressed  in  terms 
erf  money.  It  is  determined  by  the  price 
at  which  an  exchange  of  value  is  effected. 

In  an  exchange  of  values,  payment  is 
made  in  any  form  agreed  upon  between 
buyer  and  seller.  Each  party  to  the 
transaction  is  a buyer  and  a seller;  he 
buys  the  value  he  receives,  and  sells  the 
value  he  gives  in  payment.  The  value 
at  which  the  exchange  is  effected  is  deter- 
mined by  the  buyer  and  seller  and  is 
coined  into  money  at  the  price  agreed 
upon  when  expressed  in  terms  of  money. 

Price. 

The  price  offered  is  the  buyer’s  opinion 
of  value. 

The  price  asked  is  the  seller’s  opinion 
of  value. 

The  price  accepted  is  the  value  agreed 
upon  by  the  buyer  and  seller.  It  coins 
this  value  into  money  by  stating  it  in 
terms  of  money.  This  determines  the 
amount  the  buyer  is  obligated  to  give  and 
the  seller  is  obligated  to  receive  in  full 
payment. 
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For  the  purposes  of  the  transaction, 
the  price  accepted  determines  the  service 
or  commodity  bought  and  the  service  or 
commodity  sold  to  be  of  equal  value. 
But  this  value  does  not  possess  the  quality 
of  stability.  The  same  service  or  the 
same  commodity  may  be  again  bought  or 
sold  on  the  same  day  in  transactions  made 
by  the  same  buyer  or  the  same  seller  with 
other  persons  by  accepting  a different 
price.  The  accepted  price  may  be  95 
cents  in  one  transaction,  $1  in  a second, 
and  $1.05  in  a third.  Each  accepted 
price  coins  the  value  so  determined  into 
the  money  of  accounts  by  stating  it  in 
terms  of  money. 


Credit. 

When  a buyer  of  a service  or  com- 
modity receives,  but  does  not  at  the  time 
pay  the  price  value  of  his  purchase,  he 
closes  the  transaction  by  promising  to 
pay  such  value  at  a future  date.  The 
seller  accepts  this  promise  in  lieu  of  pay- 
ment. By  such  a voluntary  transaction 
the  buyer  becomes  the  seller’s  debtor,  and 
the  seller  becomes  the  buyer’s  creditor. 
The  amount  of  the  debt  is  coined  into 
the  money  of  accounts  by  being  stated  in 
terms  of  money. 

The  form  in  which  the  promise  to  pay 
of  the  debtor  is  expressed  is  an  instrument 
of  credit  voluntarily  created. 

Many  such  forms  are  used.  They 
cover  every  device  used  to  show  the 
debtor’s  promise  to  pay,  the  amount  of 
his  debt,  the  date  fixed  for  payment,  the 
price  paid  for  the  use  of  the  seller’s  credit 
and  the  security  given,  if  any,  to  make 
payment  certain.  The  form  of  a credit 
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device  is  primarily  intended  to  satisfy 
these  conditions.  In  an  enormous  number 
of  cases,  however,  the  form  in  which  the 
promise  to  pay  is  issued  is  designed  not 
only  to  cover  the  fundamental  conditions 
of  the  promise  to  pay,  but  also  to  create 
a transferable  device  by  means  of  which 
the  amount  of  the  promise  to  pay  can  be 
exchanged  by  the  creditor  as  a payment 
for  some  other  service  or  commodity 
purchased,  or  for  some  debt  owed 
by  him. 

The  amount  of  a debt  is  first  coined  into 
the  money  of  accounts  by  being  stated  in 
terms  of  money.  An  open  account  is  an 
instrument  of  credit.  Based  on  this 
money  of  accounts,  a multitude  of  devices 
are  created  and  brought  into  use,  designed 
to  facilitate  exchanges  of  values  by  a 
transfer  of  promises  to  pay. 

By  means  of  transferable  instruments 
of  credit,  all  values  are  rendered  easily 
transferable.  This  facility  of  commerce 
has  enormously  greater  power  to  stimulate 
industry  than  the  simple  system  of  money 
accounting  by  means  of  which  commerce 
was  released  from  the  short  tether  by 
which  it  was  held  by  the  primitive  system 
of  barter. 

Commercial  civilization  began  with 
the  invention  of  the  device  of  money 
accounting. 

The  intelligence  of  civilization  and  the 
prosperity  of  the  people  are  measured  and 
limited  by  the  success  attained  in  devising 
transferable  instruments  of  credit,  capable 
of  instantly  exchanging  all  accepted  price 
values,  without  risk  of  loss  on  account  of 
such  use  of  credit  money. 
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The  use  of  credit  as  a means  of  trans- 
ferring values  gives  it  the  character  of  a 
transferable  commodity  and  renders  it 
capable  of  being  dealt  with  as  a com- 
modity. 

Credit  Money.  Currency  Notes. 

Every  book  account,  and  every  other 
device  used  as  an  instrument  of  credit, 
is  an  instrument  of  credit  money. 

Credit  money  is  created  by  a promise 
to  pay  an  accepted  price  value  for  a 
service,  or  a commodity  delivered,  secured 
by  the  commodity  sold  or  by  the  general 
assets  of  the  debtor  of  which  the  com- 
modity sold  becomes  a part.  Its  volume 
is  accurately  measured  by  the  total  of 
such  outstanding  promises. 

It  is  brought  into  existence  by  the  issue 
of  a promise  to  pay.  It  is  taken  out  of 
existence  when  a promise  to  pay  is  fulfilled. 

The  credit  value  of  every  promise  to 
pay  is  based  on  a debtor’s  ability  to  deliver 
a service  or  a commodity  at  an  accepted 
price  value,  of  equal  amount,  on  the  day 
promised  or  on  demand. 

Ability  to  pay  as  promised  makes  all 
credit  money  sound  money. 

Credit  money,  to  be  of  service  as  an 
efficient  device  for  effecting  exchanges  of 
values,  must  be  issued  or  endorsed  by 
debtors  whose  ability  to  pay  as  promised 
or  on  demand  is  undoubted. 

The  value  of  credit  money,  used  as  an 
instrument  for  effecting  exchanges  of 
accepted  price  values,  is  depreciated  by 
a doubt  as  to  the  ability  of  the  debtor  to 
pay.  Such  doubt  shows  that  there  is 
an  element  of  risk  involved  in  the  use  of 
credit  money. 
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The  element  of  risk  depreciates  the 
purchasing  power  of  credit  money  and 
limits  the  sphere  within  which  it  can  be 
circulated. 

The  conditions  under  which  credit  money 
can  be  issued,  circulated  and  maintained 
as  sound  money  are: 

1.  That  it  shall  be  issued  only  as  a 
promise  to  pay  the  amount  of  a transfer 
of  value  determined  by  an  accepted  price, 
in  an  actual  transaction,  by  a debtor 
whose  ability  to  deliver  a service  or  a 
commodity  of  equal  value  on  the  agreed 
date,  or  on  demand,  is  undoubted; 

2.  That  it  shall  be  retired  from  circu- 
lation and  canceled  whenever  such  promise 
to  pay  has  been  fulfilled; 

3.  These  two  conditions  create  the 
third  condition,  which  is — That  all  credit 
money  in  circulation  as  currency  notes, 
shall  have  for  its  base  the  undoubted 
ability  of  the  debtor  by  whom  it  is  issued 
to  deliver  on  demand  a service  or  a com- 
modity of  equal  value. 

Credit  being  a commodity,  a debtor 
may  fulfill  his  promise  to  pay  by  delivering 
a promise  to  pay  issued  by  some  other 
debtor,  voluntarily  acceptable,  at  face 
value,  by  the  creditor  to  whom  payment 
is  made.  Such  a transaction  will  not 
reduce  the  amount  of  credit  money  out- 
standing, but  it  will  keep  the  purchasing 
power  of  all  credit  money  in  circulation 
as  currency  notes  on  a par  with  the 
commodity  value  on  which  it  is  based, 
and  thus  maintain  it  as  sound  money. 

By  stating  in  terms  of  money  the 
accepted  price  value  of  all  services  and 
commodities  when  exchanged;  by  accept- 
ing a promise  to  pay  issued  as  credit 
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money  in  lieu  of  the  immediate  delivery 
of  a service  or  a commodity  in  the  form  of 
currency  notes,  an  instrumentality  of 
commerce  is  created  for  the  transfer  of 
values,  which  is  as  powerful  and  as 
serviceable  for  the  development  of  indus- 
try as  are  the  devices  by  means  of  which 
mechanical  power  is  used  for  the  creation 
and  for  the  transfer  of  commodities. 

Under  this  system  every  person  who 
renders  a service  or  produces  a commodity 
coins  the  money  of  accounts  when  the 
accepted  price  value  of  his  service  or 
commodity  is  stated  in  terms  of  money. 

Under  this  system,  properly  operated, 
there  can  never  be  a lack  of  currency  to 
prevent  the  prompt  handling  of  every 
transaction  involving  the  transfer  of  a 
credit,  a service  or  a commodity,  at  its 
accepted  price  value;  there  can  never  be 
a depreciation  of  the  purchasing  power  of 
currency  due  to  an  over  supply. 

Under  existing  conditions,  practically 
all  that  the  legal  tender  money  of  com- 
merce and  trade  represents  is  that  portion 
of  property  which  the  government  has 
purchased  with  its  credit,  for  which  it  has 
issued  its  instruments  of  credit.  This  is 
the  only  currency  medium  now  available 
for  use.  With  it  all  industry  and  com- 
merce is  obliged  to  transact  its  business. 
This  is  one  of  the  most  powerful  restraints 
on  trade  now  operative. 

Practically  all  metallic  coined  money  is 
held  in  the  vaults  of  the  government  or 
those  of  the  banks  of  the  country. 
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1.  Restraint  of  trade  can  be  prevented 
and  a stable  basis  for  prosperity  can  be 
established  only  by: 

(a)  Authorizing  the  voluntary  creation 
of  trade  associations  capable  of  determin- 
ing the  cost  of  commodities  and  fixing 
selling  prices  computed  to  produce  a 
minimum  economic  profit.  Such  associa- 
tions will  keep  competition  honest  and 
intelligent.  They  will  render  monopolies 
beneficial  through  making  their  manage- 
ment honest  and  intelligent.  They  will 
develop  every  industry  to  the  limit  of 
profitable  operation  and  render  the  crea- 
tion of  abnormally  large  corporations 
unnecessary; 

(b)  Authorizing  the  voluntary  creation 
of  transportation  associations,  capable 
of  dealing  directly  and  effectively  with  all 
classes  of  transportation  problems,  for 
the  purpose  of  developing  greatest  effi- 
ciency, safety  and  promptness  in  trans- 
portation services  at  the  least  cost; 

(c)  Authorizing  the  voluntary  creation 
of  local  and  district  credit  associations, 
and  of  a national  credit  association, 
capable  of  issuing  and  retiring  currency 
notes  in  exact  accordance  with  the  require- 
ments of  commerce,  and  making  sales 
values  immediately  available  for  the  use 
of  those  who  sell  services  or  commodities. 

2.  Credit  Associations  can  overcome 
the  evils  of  a shortage  of  currency  in  one 
place  when  there  is  a congestion  of  cur- 
rency in  another  place,  by  relieving  the 
shortage  through  transferring  the  surplus 
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from  the  place  where  it  is  not  needed  to  the 
place  where  it  is  needed. 

3.  Money  is  the  product  of  labor  and 
intelligent  management.  It  is  any  service 
or  commodity  accepted  as  a final  pay- 
ment for  a debt,  or  for  any  other  service 
or  commodity  delivered  in  exchange. 

4.  Value  is  determined  by  an  accepted 
price. 

5.  Price  is  a statement  of  value,  in 
terms  of  the  money  of  accounts,  at  which 
exchanges  of  services,  commodities  and 
credits  are  effected. 

6.  Credit  is  created  by  the  voluntary 
acceptance  of  a buyer’s  promise  to  pay, 
in  lieu  of  the  immediate  delivery  of  a 
service  or  commodity  of  equal  value. 

7.  Credit  Money  is  any  instrument  of 
credit  which  renders  a debtor’s  promise  to 
pay  freely  transferable. 

8.  Banking  functions  transform  and 
transfer  credits  by  collecting  credits  from 
depositors,  subdividing  large  credits  for 
the  use  of  small  borrowers,  and  aggre- 
gating small  credits  for  the  use  of  large 
borrowers. 

9.  Currency  is  a form  of  credit  money 
that  can  be  freely  issued  by  credit  associa- 
tions in  sufficient  volume  to  render  all  com- 
mercial credits  immediately  transferable. 

10.  Governmental  regulation  of  business 
should  begin  and  end  with  defining  and 
enforcing  the  requirements  of  justice. 

When  laws  conflict  with  business  meth- 
ods an  investigation  should  be  instituted 
to  determine  which  operates  as  a restraint 
upon  economic  efficiency.  If  the  law  is 
at  fault  it  should  be  repealed  or  amended. 
If  the  business  method  is  at  fault  it 
should  be  corrected  or  abandoned. 


